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Abstract

The imbalance in the banking system and the unhealthy flow of liquidity are
unfavorable for the banking system and dangerous for the country's
macroeconomics. Continuing this trend will bring about the possibility of
bank bankruptcy and, as a result, heavy consequences for the
macroeconomy, so controlling the imbalance of banks is significant.

Various research studies have been conducted regarding the reasons for
banks' disharmony, and their approach was to examine the problem
statically. This is even though the effects of banks' imbalances are formed
over time, and the impact of this phenomenon on other macro variables is
dynamic. Therefore, in the present research, solutions were presented to
solve the problem of banks' imbalances by applying the system dynamics
approach.

The research results showed that in the long term, weakness in internal
supervision and weak corporate governance structure in banks, weakness in
external supervision and Appeasement with high-risk banks, as well as
government budget deficit and pressure on banks have the most significant
effect on increasing banks' imbalances. Therefore, paying attention to
policies such as boldly reforming the management structure, improving the
conditions of corporate governance by banks, managing the budget deficit by
the government, and improving the supervision of banks by the Central Bank
is very helpful.
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Introduction

The banking system in the country is suffering from hidden dissatisfaction,
meaning the gap between assets and liabilities. The reason for this gap is the
decrease in the value of bank assets and the increasing growth of debts.
Regarding the gap between bank assets and liabilities (balance sheet eras),
there is a primary complication, and that is that banks, in the conditions of
weak internal supervision, which is the product of an inappropriate corporate
governance structure, and external supervision, i.e., independent audit and
supervision of the central bank, to avoid The transparency of the details of
the activity and the possibility of quickly changing the composition of assets
can hide this problem by creating illusory assets. The most well-known of
these methods is borrowing deferred or uncollectible claims. If a customer
does not repay the loan, the bank can postpone his debt and record it as a
new loan with a higher amount on the asset side of his balance sheet.

While the mentioned customer did not have the possibility to repay the lower
initial amount. Another common method is the overvaluation of fixed assets
and bank investments. This means that banks register the book value of their
real estate several times their market value through formal transactions with
each other or with their subsidiaries.

Because of this lack of transparency and bank statements, in many cases,
bank defaults occur as an anticipated shock, and many investors and
depositors do not have clear information about the unfavorable situation of
the bank until it happens. (Majlis Research Center, 1400)

Considering the complexity of the causes and factors of discontent and its
expanded dimensions, it is not possible with case measures such as
increasing banks' capital from the exchange rate account of the Central Bank
or securitization of the government's debts. Still, it requires a policy package
that includes quick measures and is compatible with monetary policy,
currency policy, banking supervision, government budget, etc. Because a
dynamic and community-oriented study has not been presented, we have
tried to address this issue in this research. Therefore, the central questions of
the present research are: what are the causes of the phenomenon of
disharmony, and how is it formed and spread? What are the solutions to
reduce the adverse effects of banking imbalance?
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Method

Because the disharmony development process is formed over time, the
research model is presented with the system dynamics method. Due to the
analytical and critical approach in the modeling process, system dynamics
provides a better understanding of the system structure. The data used to
simulate the model using financial statements and periodic reports of banks,
as well as information from official centers, including the website of the
Central Bank, have been used. In the present research, the cause and effect
circles show the formation process of the phenomenon of banks' imbalance,
and its variables are determined based on systematic study, research records,
and experts' opinions. Of course, many variables were not included in the
model because their influence was negligible during the simulation time. In
the problems investigated with the system dynamics modeling approach, the
cause and effect loops define the dynamic relationships in the problem.
Since the current research examines the issue of disharmony as a process and
over time, the use of the system dynamics modeling approach is more
justified. Here, the cause and effect loops are presented in the form of a
dynamic model. The first step to formulating the model is to make flow state
diagrams for the cause and effect loops of the analytical model.

The dynamic simulation model of the system has been developed in the
vensim PLE environment, and the model's variables, including
accumulation, rate, auxiliary, exogenous, and time variables, are presented
along with their calculation method. The opinions of experts and experts
familiar with the money market and the system dynamics were used to
obtain the formulas. Coefficients and fixed values have been calculated with
the help of the studied bank's previous statistics and experts' opinions.
Because the reports are prepared, the rate of growth of banks' imbalances is
in the form of one-month periods, the time unit of simulation was also
chosen as one-month periods, and the length of the simulation was
determined as the next year and until the end of the bank's fiscal year 2023.

Results and Discussion

Based on the model's output, it can be stated that three significant
weaknesses in the banking system have led to the growth of disharmony in
banks: 1. Weakness in internal supervision and weak corporate governance
structure in banks; 2. Weakness in external supervision and Appeasement
with high-risk banks and low adequacy ratio and failure to prevent the
incorrect use of accounting methods, especially the postponement of loans
and the identification of illusory profits, and 3.The government budget
deficit and pressure on banks through collateral loans can lead to overdrafts
from the central bank. There has been sharp growth of the monetary base
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However, only by correcting these weaknesses can dissatisfaction decrease
because without balancing the economy and reducing the inflation rate,
reforming the banking system, which is a part of the country's economic
system, will be unlikely. Therefore, to improve the conditions, the internal
challenges of the bank, the relationship between the banks and the central
bank, and the relationship between the banks and the economy should be
corrected. On the other hand, to reduce the budget deficit to attract foreign
investment, by prioritizing this type of investment in clear and transparent
applicable laws, the government should first reduce uncertainties and create
a safe environment for foreign investors. Sometimes, removing cumbersome
obstacles in the business environment can reduce transaction costs.

However, the banking system can handle paying attention to policies that
reduce the liquidity gap (current assets compared to current liabilities),
attract new resources, and courageously reform the management and
governance structure. It is less dependent on shareholders; it is essential.
This research proposes to start the project of improving the conditions of
banks from smaller banks facing dissatisfaction. In short, it can be said that
based on the output of the model, budget deficit management by the
government, improvement of supervision of banks by the central bank, and
improvement of corporate governance by banks can lead to a lower level of
debt of banks to the central bank and the growth of the monetary base. It will
almost be a downward trend. In the medium term, this decision should be
taken and implemented bravely and jihadist. Among the short-term and more
accessible measures, we can mention the storage of claims and the removal
of unreal profits from the banks' balance sheets, paying attention to
economic justification, validation, collaterals, and monitoring the correct and
economic granting of facilities, as well as the sale of non-performing assets
of banks.
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